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Most employers indicate they are paying the
same salaries to women graduates as to men
graduates, yet a college placement officer in
dicated that his limited late-1970, earlv-1971
salary data did not bear out this statement ex
cept in areas such as engineering, teaching,
and “some business categories” (which we hope
means accounting).
The evidence, sketchy as it is, seems to in
dicate that accounting is a good field and one
which is apparently being opened more and
more to women. This editor hopes that those
women accountants who read this journal and
who are in management will see that the field
remains open by looking for women to fill avail
able positions in their particular businesses.
This editor has avoided the issue of the
“women’s lib” movement for many reasons but
certainly cannot help but endorse the goals of
equal pay for equal work and equal oppor
tunity for available positions. Unfortunately,
some statistics are not helpful in buttressing
the campaign to get women into positions of
importance—a survey in the late 1960s of al
most 60,000 1961 graduates of 135 U.S. col
leges and universities indicated that only 19%
of the women (and 46% of the men) stayed
with their first employer for three years after
graduation—and that approximately 60% left
the labor market entirely within three years of
graduation.

EDITOR'S NOTES
In This Issue—
The two major articles in this issue may be a
welcome relief to those who feel surfeited from
the supply of heavy reading which continues to
stream across their desks in the guise of APB
Opinions and Statements, IRS Regulations,
SEC pronouncements, and technical articles.
In the article by Dr. Rayburn, this editor
believes that many of us can see ourselves in
the very human reactions to the imposition of
a budget on us. Perhaps in seeing ourselves, we
can learn to cope more skillfully with the re
actions of others when we are the ones prepar
ing a budget for others to live and work with.
A drastic change to our present calendar is
suggested by Dr. Cook—one that all accoun
tants should applaud; but one wonders if ac
countants are really willing to be in the van
guard of such a drastic change in our everyday
world. A month named Solarius sounds wonder
ful to this editor, but some of those year-end
holidays seem to be very close together!!

The Economy—and Women’s Lib
As this is written, the economy is still in less
than a healthy state and unemployment has
been announced as at a nine-year high. Campus
recruiting of college graduates has dropped
from 15% to 25%, depending on location and
specialties. Yet apparently accountants—and
women—are still in reasonably high demand.
The College Placement Council indicated that
in 1970, of all women graduates, those who
majored in accounting were most in demand
(numbers of offers to accountants and auditors
were up 20%). A very large midwestern univer
sity has indicated that accounting graduates of
their school will probably replace engineers in
1971 as those with the highest wage offers.

Relevance—
Statement No. 4 of the Accounting Principles
Board, “Basic Concepts and Accounting Prin
ciples Underlying Financial Statements of Busi
ness Enterprises,” indicates that the APB be
lieves that the primary qualitative objective of
accounting is relevance. This editor thinks this
is a most important factor and one which we
should consider most carefully in our account
ing—and personal!—lives. Does it matter? Is
it germane? Does it make any difference? Is it
important?

REVIEWS

ume Two of the set is a chronological arrange
ment of all of the Bulletins, Opinions, and
Statements in their original form.
The price to non-AICPA members for each
Opinion is 75¢; therefore, to buy these sepa
rately would cost far more. Furthermore, the
value of the set to most users is that Volume
One incorporates all changes, by amendment
and deletion, made in earlier subjects which re
sulted when these topics were subsequently
reconsidered by the Board. This reference
tool is highly recommended for the account
ant’s library.

(From page 19)
“APB ACCOUNTING PRINCIPLES, 1970
EDITION,” Commerce Clearing House, New
York, 1970; two-volume paperback, 896 pages,
$10.

This two-volume paperback, a standard
reference work first introduced in 1968, has
been revised to include all APB Opinions
through No. 17.
Volume One covers all Opinions and State
ments plus Accounting Research Bulletins
which are still in effect. The text is arranged
by topic and contains a complete index. Vol

M.E.D.

4

ARE ACCOUNTANTS OVERLOOKING
THE HUMAN ASPECTS OF BUDGETING?
The author looks at the effects of budgeting on the many individuals who are involved
in any budgetary process.
Dr. L. Gayle Rayburn, CPA
Memphis, Tennessee

Many businessmen claim that budgets are
impracticable for them because their company
suffers so many uncertainties. However, it is
very probable that their competitors are using
budgets as indispensable tools and these com
petitors are probably the industry leaders.
Managers have to deal with uncertainties
whether they have a budget or not. Budgets
help managers in dealing with these uncer
tainties and make the decision making process
more effective. The objective of budgeting
is to substitute deliberate, well conceived busi
ness judgment for accidental success in enter
prise management. Budgeting should not be
regarded as an expression of wishful thinking
but rather as an attainable objective.
Budgeting is a means of coordinating the
combined intelligence of an entire organiza
tion into a plan of action based upon past per
formance and governed by a rational judg
ment of factors that will influence the course
of the business in the future. Without the co
ordination provided by budgeting, department
heads may follow courses that are beneficial
for their own department but which are not
beneficial from an overall company viewpoint.
Budgeting control should be looked upon as a
company operation program with a complete
plan of execution—a program which encom
passes much more than monetary aspects.

to meet the managerial targets expressed in
the budget; without such targets, operations
lack direction.
Just as important, these targets represent
the combined judgment of the entire organiza
tion and not merely that of an individual. Bud
geting enlists the aid of the entire manage
ment organization; all efforts are coordinated
and correlated. Budgetary control defines
where one executive’s responsibility begins
and where that of another ends. Thus, no man
agement control reveals weaknesses in organi
zation so quickly as the orderly procedure
necessary for systematic budgeting.
Employees also benefit from budgets as
they need to know what is expected of them.
The budget provides definite expectations that
become the framework for judging subsequent
performance. The budgeting process auto
matically gives management the variances be
tween actual and budgeted performance so
that management can decide whether it is
necessary to take action.
Budgeted performance is a better criteria
for judging actual results than past perfor
mance. Often inefficiencies may be buried
in historical data. Changes in personnel, prod
ucts, or technology make today different than
last month or last year.

Advantages of budgeting

A budgetary program needs the coopera
tion and participation of all members of man
agement. Absolute adherence to and enthusi
asm for the budget plan by top management
is the basis for the success of budgets. Too
often a budgetary plan has failed because top
management has paid only lip service to its
execution. Often no one but the person who
made the budget knows much about it or has

Limitations of budgeting

Budgeting forces management to make an
early study of its problems; the process instills
into an organization the habit of careful study
before taking action. Often managers let every
day problems interfere with planning until the
reality of time catches the firm in undesirable
situations which should have been avoided.
The managers are compelled to plan in order

DR. L. GAYLE RAYBURN, CPA, is Associate Professor of Accounting at Memphis State University,
Memphis, Tennessee. A graduate of Murray State University with a B.S. degree, she received
her M.S. in Accounting from the University of Mississippi and her Ph.D. degree from Louisiana
State University with a major in Accounting and minors in Management and Marketing. She
passed the CPA examination at her first sitting and hold CPA certificates in Tennessee, Louisi
ana and Mississippi.
Besides teaching, Dr. Rayburn has had public and private accounting work experience as
well as computer system programming experience. She has contributed articles to leading pro
fessional journals, including this magazine.
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should have a thorough knowledge of general
accounting and cost accounting. He must also
have the ability to analyze organizations and
establish the duties of principal executives.
Many accountants fail as budget direc
tors, not because they lacked accounting
knowledge, but rather because they failed to
recognize the administrative problems which
evolve from budgeting. Budgets and standards
are of indispensable help when they are ad
ministered skillfully. When they are not, they
can do more harm than good. Since budgets
are accounting techniques designed to control
costs through people, their impact is felt by
everyone in the organization. Organizations
must achieve objectives through human
beings and inanimate resources like plant as
sets. Too often the accounting techniques of
budgeting are emphasized without giving
much attention to the human factors in budget
ing.

much interest in it.
If the company is of any size, the accom
plishment of the preliminary steps in the in
stallation of a budget will take more than a
year. This time lag often causes a loss of sup
port of the budgetary program by top man
agement because the results are too long in
materializing. Frequently executives have lost
interest before the results are apparent. De
partmental supervisors may also lose interest
because, after hearing about budget installa
tion, they hear nothing further for months.
They may conclude that the matter has been
dropped.1
Budget committee

Line management has the ultimate respon
sibility for the preparation of individual bud
gets, but there is also a need for someone to
provide technical, unbiased assistance. The
president or chief executive will establish
budgeting principles while direction and exe
cution of all budget procedures are generally
delegated to the budget committee. The bud
get committee serves as a consulting body to
the budget officer; members include the bud
get director and top line executives.
The budget committee’s functions include
reviewing and approving budget estimates and
suggesting revisions. The committee also has
the responsibility of recommending action de
signed to improve efficiency where necessary.
It is helpful for the budget committee to pre
pare a budget manual, a reference work for
the implementation of a budget program. It
has a long range usefulness, for it documents
procedures that are otherwise carried around
in the heads of individuals who will not have
the same job forever.
The budget director is usually the control
ler or someone who is responsible to the con
troller. He serves in a staff capacity. The bud
get director requests estimates of the cost of
running each cost center from department
heads and foremen. Sales executives are re
quired to estimate sales. The budget director
should supply executives with information re
garding past operations in order to guide
them in preparation of new budgets. The
success of the budget director.\in creating
goodwill for himself and the budget depart
ment is crucial to the success of the budget
program.
One of the most important qualifications is
his ability to conduct himself in conversation
with executives with tact and dignity. He

Outlooks

One cause of friction between budget and
production personnel is their difference in out
look and background. Budgets emphasize past
performance and this is not usually the em
phasis of the production personnel. They are
concerned with the present day-to-day situa
tion, not the future or the past. If the factory
personnel are only interested in the short-run,
and the budget staff gives the impression that
the short-run is not crucial, then trouble will
naturally arise.2
Often the way the budget records are ad
ministered fosters a narrow viewpoint. Man
agement may decide to forward to each super
visor only the budget for his department. The
philosophy is fostered that if every supervisor
worries about his own department there will
be no trouble in the plant. Each supervisor is
held responsible for his individual cost center.
An important point is overlooked in this ap
proach—an organization is something different
from the sum of the individual parts. Parts of
an organization exist in certain relationships
with each other, and it is these relationships
which create the difference. By overemphasiz
ing the individual departments, the important
relationships between departments are dis
regarded.3
2 Chris Argyris, “Selections from the Impact of
Budgets on People,” Organizations: Structure and
Behavior, John Wiley and Sons, Inc., New York,
1963, p. 257.

3 Argyris, “Human Problems with Budgets,” Ad
ministrative Control and Executive Action, Charles
E. Merrill Books, Inc., Columbus, Ohio, 1961, p.
403.

1 Floyd H. Rowland and Robert E. Knodel,
“How to Use Budgets for Control of a Business,”
Business Management Handbook, McGraw-Hill
Book Company, Inc., New York, 1952, p. 56.
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they avoid the use of the term “budget” with
their employees. They feel the price for men
tioning budgets is high—they may be faced
with a resentful work group. Since budgets
place employees under restriction and control,
the natural reaction is resistance and self
defense. The word budget often represents a
penny-pinching, negative brand of managerial
pressure. Budgets often arouse fear, resent
ment, hostility, and aggression on the part of
the employees toward the company; this may
lead to decreased production. Many super
visors try to accomplish what top management
desires in distributing budget results by trans
lating these results into informal shop language.
Even though front-line supervisors often do
not use budgets freely with their employees,
top management usually uses the budgets fre
quently and strongly on the supervisors below
them. This forces the supervisors into posi
tions where they receive pressure from above
but cannot pass the pressure to the people
below them.
Since line supervisors cannot pass all the
pressure they receive to their employees, they
often release much of this pressure by blam
ing the budget. They may spend more time
thinking up good reasons for exceeding it than
they do trying to keep within the budget. Bud
gets and budgetary accountants are likely to
be unpopular with not only supervisors but
with all employees. Since budgets set goals
against which to measure people, they are
naturally complained about. Budgets are one
of the few evaluation processes that are set in
writing and are concrete.
On the other hand, employees may bottle
up the pressure and make it a part of them
selves. Constant tension leads to frustration; a
frustrated person cannot operate as effective
ly as normally. He may forget things he used
to remember.
Management needs to guard against im
mediate results in efficiency increases that will
hinder long-range growth in employee rela
tions. Applying strong pressure to increase ef
ficiency generates forces which in the longrun decrease efficiency. The better approach
is to involve the participation of the employees
in weakening the forces which tend to decrease
efficiency.
Budget people think the use of budgets is
an extremely important function. They feel
budgets provide a goal, a motivating force for
the production personnel. Budgetary account
ants often find it hard to see why factory
executives do not think highly of budgets
since they are designed to help the individual
improve his own abilities. There is an im
portant emphasis made on budget person

Unrealistic budgets

Top management often lias the opinion that
budgets can be used to increase production.
Even if it is not expressed to the employees,
it often filters down to them in very subtle
ways. The budget often reflects this opinion
when the budget is kept purposely tight so
that it is almost impossible to meet. The un
realistic budget does not work and it is re
sented. Supervisors resent this practice because
it places them in a situation where they can
never succeed. This practice also implies that
the company does not believe the supervisor’s
own desire to do a good job is sufficient to
meet a reasonable budget. Budget personnel
often believe that employees are lazy and
will do as little work as possible. They contend
that the production personnel are too liberal
with the workers. Finance people need to real
ize that it is easier to solve problems with
figures than it is to deal with individual em
ployees.
Pressure devices

Often when production is met, a new high
er goal is set. Constantly increasing pressure
for greater production often leads to long-run
negative results. People living under conditions
of tension tend to become suspicious of every
new move management makes to increase
production.
People can stand so much pressure; once
this point is passed, it becomes intolerable to
an individual. One method people use to re
duce the effect of pressure is to join groups.
Employees will feel out their fellow workers
to see if they feel the pressure applied by man
agement. Once they realize that others are
feeling this tension, they feel able to fuss about
the pressure in front of their group. After the
groups are formed, top management may be
come aware of the tensions which have been
generated and of the groups formed to combat
management pressure and may try to reduce
the pressure. The group usually is not de
stroyed by such techniques. The employees
usually continue in their group as they have
been accustomed to this. They may also feel
pressure will come again in the future.4*
Budgets are “taboo"

Supervisors also feel pressure—they cannot
join a group against management because they
are a part of management. Such a move would
not help their chance of promotion. Many
supervisors create additional pressure because

4 “Selections from the Impact of Budgets on
People,” p. 259.
7

were excessive labor costs.

nel to find things that are wrong. Often the
success of the budgetary accountant is in
finding errors and deficiencies that exist in
the plant. Their project is to single out the
guilty party. The budget places the finance
staff in a position of obtaining feelings of suc
cess only by finding fault with production
personnel.
People always looking for faults begin to
develop a philosophy of life in which their
symbol of success is not the error discovered
but the very thought of the discovery of pos
sible error. Budget people realize the peculiar
position in which they are placed; they may
develop a tendency to become defensive
about their work. They basically may not like
putting people into embarrassing positions, but
their job demands that they do. Thus, they
often react negatively to questions about their
language and methods. Sometimes budgetary
accountants will use their technical knowhow
to confuse the factory personnel. Many times
they feel they are superior to the production
employees. The ignorance on the part of the
factory personnel in understanding budgets
serves as a wall behind which the accountant
can work unbothered. This sense of security
on the part of the accountant becomes a cause
of insecurity among factory supervisors; the
factory man complains that he cannot under
stand budgets.5

Effects of failure

The effects of failure on people are sig
nificant. Some factory supervisors do not feel
the failure when singled out for errors; these
are employees who are not highly interested in
doing a good job. Other supervisors highly
interested in their work may suffer unduly
when deficiencies in their departments are
pointed out. These factory supervisors tend to
lose interest in their work and confidence in
themselves. They may refuse to try new meth
ods as they expect failure. They may also de
velop a tendency to blame others and to be
overcritical of the work of others. The meth
od of reporting unfavorable variances needs to
be examined because of its differing effects
upon supervisors.
Active participation

A crucial problem in budget administration
is getting an acceptance of budgets. The best
way to gain acceptance is to have the super
visors all participate in the making of the
budgets that affect them. However, often the
controller desires only false participation; he
does not want group decisions or the people
to be free in their discussion. Such half
hearted acceptance makes it necessary for
the person who initiated the budget to request
signatures of the acceptors so that they cannot
later deny they accepted it. They usually re
quest the line supervisor to sign the new
budget, so he will not later tell them he did
not accept it. They feel a signature prevents the
line supervisor from coming to them com
plaining.7
Such attitudes destroy the success of bud
geting systems; cooperative attitudes toward
budgetary control must permeate all levels of
management. The success of a budgetary sys
tem depends upon its acceptance by all com
pany members who are affected by the budget.
The foremen must be convinced of the useful
ness of the budget and they must have a firm
voice in its preparation. This active participa
tion of those persons responsible for meeting
the budget should build acceptance of bud
gets. These individuals also should see that the
controller is willing to revise their budgets
whenever experience indicates that it is neces
sary.

Another technique which causes misunder
standings is the way of reporting a shortcom
ing. The budget supervisor cannot take the
shortest route and go directly to the foreman
involved. It may be a violation of policy for
staff personnel to go directly to line personnel.
Also the budgetary accountant wants his im
mediate supervisor to know he found errors
and that he is doing a good job. This informa
tion will be relayed up the line and down into
the factory line structure. This places the
factory foreman in an embarrassing position
because he knows that his superiors are aware
of the error and also that he has placed his
supervisor in an undesirable position. This fail
ure may also be published in budget reports
and circulated through many top management
channels.6
To compound the embarrassment, the rea
sons for the unfavorable variance are often
not published along with the results. If any
reason is given, it is the budget personnel’s
reasons, not the foreman’s. The budget staff
may say the cause is excessive labor costs, but
the foreman also wants to explain why there

Understanding

One way to increase understanding about
(Continued on page 17)

5 “Human Problems with Budgets,” p. 403.
6Ibid., p. 401.

7Ibid., p. 408.
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DO WE NEED A NEW CALENDAR?
Certain U. S. holidays are moving to Mondays on our 1971 calendars—perhaps this
may be the forerunner of the drastic change in our calendar suggested in this article.
Dr. Doris Cook, CPA
Fayetteville, Arkansas

Our present calendar causes problems in
many facets of life—from husbands trying to
remember a wedding anniversary that falls on
a different day of the week each year to the
loss of thousands of dollars through unneces
sary work. The varying length of months and
quarters creates many problems in planning
and controlling business operations. The quar
ters and months end on any day of the week;
months and quarters vary in the number of
working days; and holidays vary from year to
year.
This peculiar arrangement of months with
28, 29, 30, and 31 days dates back to the time
of Julius Caesar and his successor, Augustus,
about 2,000 years ago. The calendar designed
by Julius Caesar had twelve months with al
ternating months of 31 and 30 days, except
February which had 29 days. February was
made the short month because it was the
month dedicated to the dead and was there
fore unpopular.1 Every fourth year was desig
nated as leap year—in those years February
had 30 days. The Roman Senate named July
in honor of Julius.
When Julius was assassinated, Augustus,
who succeeded him, persuaded the Roman
Senate to name August in his honor and to in
crease it to 31 days by taking another day
from February.2 To avoid three successive
months with 31 days, they reduced September
and November by one day each and added
one day each to October and December.
Several studies have been made concerning

the problems in business caused by the calen
dar. In a survey made of members of the Con
trollers Institute, 86 per cent of the respon
dents stated that the calendar created unneces
sary difficulties.3 A study made in 1955 con
cluded that businesses could save several hun
dred million dollars per year if we had an
orderly calendar.4

SURVEY OF ACCOUNTANTS
The study reported in the following para
graphs was made to investigate the attitudes
of accountants toward calendar problems. A
questionnaire containing four questions was
sent to a select list of accountants in the
United States. Replies were received from
110, of which 59 were accountants employed
in private industry and 51 were certified pub
lic accountants. (Some respondents did not
answer all questions so that the totals for
some questions do not equal the number of
respondents.)
About 85 per cent of those employed in
industry were employed in production indus
tries; however, retail stores, investment com
panies, and the airlines were also repre
sented. The positions held by these respon
dents, in order of frequency, included ac
counting manager, controller, vice-president
of finance, general manager, systems informa
tion specialist, assistant treasurer, and as
sistant controller. Of those employed in public

3Thomas M. McDade, “The Controller’s Interest
in the World Calendar,” The Controller, August
1955, p. 378.
4Walter Mitchell, Jr., “Profits From a Better Cal
endar,” Journal of Calendar Reform, March 1955
p. 14.

1 Elisabeth Achelis, “The World Calendar,” G. P.
Putnam’s Sons, New York, 1937, p. 78.
2Ibid., p. 79.
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accounting, 23 were with national firms, 19
were with medium or small firms, and 9 were
private practitioners.

Exhibit 1
Replies to question concerning problems created
by the calendar

Problems
The first question on the questionnaire was:
“What is the major problem which you en
counter in your work which is specifically the
result of the peculiarities of our present cal
endar?” The replies to this question are listed
in Exhibit 1.
The most frequently stated problem was the
lack of comparability of financial data by
months or quarters because of the unequal
number of working days, weekends, and holi
days. For example, the number of working
days per month may vary from 19 to 23.
Ranking second in frequency was the prob
lem of scheduling work, travel, and informa
tion reports to be completed because of the
uneven number of working days per month,
holidays in the middle of the week, and
months ending on any day of the week. One
accounting manager stated: “In our operations
the vast majority of our accounting work is
performed monthly. This tends to create a
shortage of employee hours and available
computer hours in short months and a surplus
in long months.” A similar statement was made
by another respondent: “Equalizing the work
load is difficult when working days vary be
cause the same amount of work must be done
each month.”
The problem of holidays in the middle of
the week was emphasized in numerous re
sponses. The vice-president of a large manu
facturing company expressed the dilemma as
follows: “Thanksgiving Day is one of our
greatest problems in interrupted work, extra
overtime, and loss of efficiency.” An account
ing manager noted: “Our company is com
mitted to reporting to management on the 8th
calendar day, and holidays falling in this
period really produce problems.” Increased
travel expense, loss of time, and additional
scheduling problems resulting from a holiday
in the middle of the week are of particular
importance to those in public accounting and
to any company whose employees do sub
stantial amounts of traveling.

Problems
Distortion of comparison of financial
data by months or quarters because
of unequal number of working days,
weekends, and holidays.

Frequency
Given

42

Problems in scheduling work, travel,
and information reports to be com
pleted because of uneven number of
working days per month, holidays
in the middle of week, and months
ending on any day of week.

32

Holidays falling in the middle of the
week interrupt factory and delivery
routine, disrupt the efficiency of
both office work and factory work,
and increase travel expense.

10

Payroll problems caused by uneven
time periods, including accruals at
month-end for weekly payrolls, and
computation of pay rates for salaried
people in conjunction with wage
and hour laws.

9

Discrepancies in time periods used
by the company, their customers,
and the government.

3

Uneven length of months causes ad
ditional accruals to properly account
for revenue and expense by months.

2

Different number of days in month
complicate forecasting.

2

Relating fixed costs to variable time
periods.

2

Scheduling computer time when
months end on different days of the
week.

2
104

Solutions
The second question was: “What is the
most satisfactory method which you have
found in actual practice for alleviating cal
endar problems?” The answers of the account
ants are given in Exhibit 2.
The use of 13 months of 4 weeks each was
the most frequently given method of alleviat
ing calendar problems. This method makes the
months comparable, but not the quarters. The

second most frequently given method was the
division of the year into 4 quarters containing
periods of 4, 4, and 5 weeks each. This meth
od makes the quarters comparable, but the
months are still not equal.
Several of the respondents specifically stat
ed that they had found no satisfactory solution.
It might be implied that others who did not
answer this question also had found no solu
tion.
10

Exhibit 2
Replies to question concerning solutions to
calendar problems

Solution

Frequency
Given

Use 13 months of 4 weeks each for
internal reporting purposes.
None.
Division of year into 4 periods con
taining the following number of
weeks each: 4, 4, 5.
Careful planning of work to be per
formed so that nonrecurring work is
scheduled in long months.
Use working days rather than calen
dar days in establishing schedules,
due dates, and budgets.
Explain effect of calendar in written
report and in discussion as well as
possible.
Reduce activities to comparable basis
by using average for working day
rather than calendar day.
Schedule days off for holidays on
Monday or Friday.
Special reports to adjust figures to
theoretical month for comparison
purposes only.
Use weekly periods for comparison
since these are the only calendar
periods which are uniform.

19
17

opinion, was getting acceptance by most of
the major industrial nations of the world. One
reply mentioned that many companies now
have international operations and require
monthly reporting. Comparison of monthly
and quarterly financial data after the change
to similar data before the change would be
difficult.
Exhibit 3
Replies to question concerning obstacles to
calendar revision

14

Obstacles

8
7
4
4

2
2

1
78

The adoption of one of these special re
porting periods may cause additional compli
cations, however, as noted in several responses.
One stated: “Our company has adopted a 13period year. We have problems with various
state tax departments and the federal govern
ment. The departments insist on monthly or
quarterly figures and we must reconcile our
period figures with the monthly figures we
must determine.” The situation may be re
versed as one financial manager noted: “Our
principal customer bases all of its planning,
budgeting, and other calculations on a 4-week
period. This necessitates many adjustments on
our part in our manpower forecasting require
ments, our monthly cost and schedule reports,
and other incidental reports.”

Tradition
Resistance to change
Inertia
Getting agreement by public
Church opposition
Subsequent comparisons of financial
data to previous years
Getting acceptance by most of major
industrial nations of the world
Great number of laws based on
present calendar
Additional cost of monthly closing
on a 13-month basis

Frequency
Given
34
22
17
13
8

5

4
2

1
106

Revision
The final question was: “Do you favor a
revision of the calendar?” Exhibit 4 shows that
many of the accountants favored revision of the
calendar. However, some of the favorable re
sponses were qualified by the condition that
the new calendar be easier to use than the
present one. Some respondents stated that the
most urgent need was the arrangement of
holidays to fall on Monday or Friday. (Editor’s
Note—A start in this direction has been made
here in the United States and we will ex
perience the first effects of the “Monday holi
day” in 1971.) One certified public accountant
explained his unfavorable vote as follows:
“I do not believe that people in general are
anywhere near ready to accept any signifi
cant change in the present calendar system.”
Exhibit 4

Replies to question concerning revision of the
calendar

Obstacles
Question 3 asked: “What do you think
would be the largest obstacle to obtaining
adoption of a revised calendar?”
As indicated in Exhibit 3, the most fre
quently listed obstacles were tradition, resis
tance to change, and inertia. Perhaps the most
important obstacle mentioned, in this author’s

Responses
Favor revision of calendar
Do not favor revision of calendar

11

Frequency
Given
68
42
110

Adoption of the Universal Calendar would
solve most of the problems which are en
countered with the present calendar. Each
month is exactly equal and each quarter has
13 equal weeks. The end of each month or
quarter coincides exactly with the end of the
week. All periods for earning and spending
would be either equal to or exact multiples of
each other. No accountant or manager can
fail to realize the advantages this arrangement
provides for planning, scheduling, preparing
financial reports, and analyzing the results of
operations.
Changing the calendar might require some
short-run adjustments, but the long-run ad
vantages would be much greater. Are tradi
tion, inertia, and resistance to change suf
ficient reasons for continuing to use an out
moded, inefficient calendar?

PROPOSED CALENDAR REVISIONS
Several proposals for calendar revisions
have been made, but one of the most promis
ing is the Universal Calendar, designed by
Walter F. Rothé, which consists of 13 constant
months as shown in Exhibit 5.5
The extra month is called “Solarins” after
the sun and falls between June and July. The
365th day of the year is designated as a holi
day and follows December 28. Every four
years another holiday would fall in the middle
of the year following Solarius 14. Most other
holidays could be arranged consistently on
Monday or Friday.

5“A Wav Out of the Calendar Mess,” Look, De
cember 1, 1964, p. 39.

Exhibit 5

UNIVERSAL CALENDAR

JANUARY

M

S

FEBRUARY

MARCH
APRIL

S

1

2

3

4

5

6

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24 25

26

27

MAY
JUNE

• SOLARIUS
JULY

AUGUST
SEPTEMBER

OCTOBER
NOVEMBER

DECEMBER

Most businesses prepare budgets in order to satisfy the need for information about the
future. Traditionally, budgeting has been the responsibility of accountants, and auditors attest to the
fairness of the results of the historical accounting function. It would be a natural extension of the
auditors' responsibility to attest to the results of the extrapolative accounting function.
"Should the CPA's Opinion Be Extended to Include Forecasts?"—
John J. Willingham, Charles H. Smith,
and Martin E. Taylor—Financial
Executive, September 1970
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REVISED FORMS UNDER
SECURITIES EXCHANGE ACT OF 1934

and whether they become, in effect, a
source and application of cash has not
been established. These situations may
have to be worked out on an industry
basis with the SEC.

The Securities and Exchange Commission
has adopted revisions to the registration state
ment Form 10 and the annual report Form
10-K. In addition, the semi-annual report Form
9-K has been rescinded and replaced by a new
quarterly report Form 10-Q. These changes in
Forms 10 and 10-K and the new Form 10-Q
represent actions on the part of the Com
mission to implement recommendations of the
“Wheat Report”, whose objective was to im
prove the disclosure practices by companies
who must register or file reports under the
Securities Act of 1933 and the Securities and
Exchange Act of 1934.

The staff of the SEC has indicated that
in its view such comparative funds
statements must also be included in an
nual reports to shareholders because of
the provisions of proxy rule 14a-3.
It should also be noted that the New
York Stock Exchange has adopted a re
quirement that all companies listed on
that exchange include a comparative
audited source and application of funds
statement in their annual reports to
shareholders beginning not later than
their reports covering the results of op
erations for the year 1973.

Additional actions on the part of the Com
mission to further implement the “Wheat Re
port” are under consideration, and information
concerning these should be released to the
public in the near future. A summary of im
portant changes in the Forms 10-K, 10, and
10-Q follow.

The Accounting Principles Board of
AICPA has also issued an exposure draft
proposing that a statement of source
and application of funds be required as
a basic financial statement whenever
the financial statements presented in
clude a balance sheet and an income
statement. It is proposed that the state
ment should be presented for each
period for which an income statement
is presented. The statement is pre
sumed to present “changes in financial
position.” The Opinion is expected to
be effective for fiscal periods beginning
after December 31, 1970. The Opinion
gives general guidelines as to the form
and content of the statement.

Form 10-K—Annual Report Form (applicable
to reports for fiscal years ending as of De
cember 31, 1970 and thereafter)

Financial and accounting matters:
(a) Comparative financial statements for
two years must now be filed rather than
single year statements. The two-year
statements must be audited, supported
by footnotes and schedules (which may
be incorporated by reference as to the
prior year), and covered by the auditor’s
opinion.

(b) An audited comparative source and ap
plication of funds statement for two
years is now a required basic financial
statement. Funds statements must also
be filed by companies with unclassified
balance sheets (e.g., real estate com
panies, financial institutions, etc.) al
though the contents of such statements

(c) A five-year summary of operations must
be presented. In addition, analyses of
retained earnings and other additional
capital accounts will be required for all
periods covered by the summary. These
need not be covered by the auditor’s
opinion.
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(d) An exhibit setting forth computations of
per share earnings must be filed unless
such computation is clear from the sum
mary and its notes.
(e) Line of business data for a five-year
period (or for years ending subsequent
to December 31, 1966) is also now re
quired. This data will be a part of the
textual material, i.e., not part of the
financial statements, and need not be
covered by the auditor’s report.

Other matters:
(a) A description of business and properties
and information as to pending legal pro
ceedings, executive officers, and in
demnification of directors and officers
similar to that required in registration
statements under the Securities Act of
1933 is now required.

(b) The due date of the report is now 90
days after the end of the fiscal year,
whereas previously it was 120 days.
Schedules may, however, be filed by
amendment within 120 days after the
end of the fiscal year.

Form 10—Registration Form (effective for reg
istration statements filed after December 31,
1970)

Form 10 is the general form for the regis
tration of Securities under the 1934 Act. It also
becomes important because the “Instructions
as to Financial Statements” in Form 10 es
tablish certain basic requirements for financial
statements when they must be included in
proxy statements. Changes in the Form 10 of
direct concern to accountants include:
(a) A five-year summary of operations must
be presented. In addition, analyses of
retained earnings and other additional
capital accounts will be required for all
periods covered by the auditor’s opin
ion.
(b) An exhibit setting forth computations
of per share earnings must be filed un
less such computation is clear from the
summary and its notes.

(c) Line of business data for a five-year
period (or for years ending subsequent
to December 31, 1966) is also now re
quired. This data will be a part of the
textual material, i.e., not part of the
financial statements, and need not be
covered by the auditor’s report.

Form 10-Q—Quarterly Report
The new Form 10-Q for quarterly reports
replaces the Form 9-K which has been re
scinded. The new report must be filed for each
of the Company’s first three quarters within
45 days after the end of such quarter (no re
port is required for the fourth fiscal quarter—
the annual report on Form 10-K is due within
90 days of the end of the fiscal year). The first
report on Form 10-Q must be filed for the first
fiscal quarter (other than a fourth quarter)
which ends after December 31, 1970.

(d) An audited funds statement for three
fiscal years is now a required basic
financial statement.
OTHER MATTERS
The January column mentioned that the
Accounting Principles Board had under con
sideration the issuance of its fourth Statement,
commonly known as Fundamentals. This State
ment has now been issued.
As stated in the January column the State
ment is intended to provide practitioners with
a better understanding of the broad funda
mentals of financial accounting and with a
basis for guiding future developments in this
area. It does not propose solutions to financial
accounting problems, but it does provide a
framework within which such problems may
be solved. To these ends, the Statement dis
cusses the nature of financial accounting, the
environmental forces that influence it, and the
potential and limitations of financial account
ing; sets forth the objectives of financial ac
counting and financial statements; and identi
fies and describes present generally accepted
accounting principles.

Form 10-Q calls for summarized financial
information, which need not be audited, but
is to be prepared in accordance with generally
accepted accounting principles and practices
on a consistent basis. The new form requires
profit and loss information in comparative form
and in more detail than was required by Form
9-K and includes data on earnings per common
share. In addition, information is required in
regard to the issuer’s capitalization and stock
holders’ equity.
The proposal to rescind the Form 8-K and
combine it with the Form 10-Q was not adopt
ed by the Commission. Consequently Form
8-K is still an effective form that must be con
sidered.
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TAX FORUM
ANNE D. SNODGRASS, CPA, Editor
Texas Instruments Incorporated
Dallas, Texas

The last Tax Forum introduced the quagmire
of new tax law dealing with private founda
tions. Three of the prohibited transactions were
briefly described in the last column—this one
will cover the other two private foundation
restrictions and will also discuss the additional
reporting requirements with which foundation
managers will be concerned.

tion, but also on any foundation manager who
participates, in the acquisition of such an in
vestment knowing that it will jeopardize the
carrying out of the foundation’s exempt pur
poses. If a foundation manager can show that
he relied on the advice of an outside, inde
pendent investment counselor, he probably can
escape liability under the standards currently
in effect for applying similar type penalties.
An additional tax of 25 percent of the
amount of the prohibited investment will be
imposed on the foundation if it fails to divest
itself prior to the correction period provided.
The IRS has some discretionary power with
respect to assessing this additional tax and to
determining the correction period. This will al
low the state attorney general to intervene to
correct the situation if necessary. The second
level tax on the foundation managers is left at
5 percent and will be imposed on any manager
who attempts to prevent the foundation’s di
vestiture of the offending investment.
Willful and flagrant violations will result in
the termination tax discussed in the January
1971 Tax Forum and more fully described
below.

Jeopardy Investments

The Internal Revenue Code has, since 1950,
denied tax exemption to a 501(c) (3) organiza
tion for any year in which the organization
invested its income in a manner which would
jeopardize the carrying out of the organiza
tion’s charitable or other exempt purpose. Sec
tion 504, which contained this provision, was
repealed by the Tax Reform Act of 1969; in
its place, new Section 4944 imposes one of the
penalty taxes on the investment of any amount,
whether it be corpus or income, which might
be a jeopardy investment.
Never has Congress, the courts, nor the
Treasury Regulations ever shed a great deal of
light on what constitutes an investment which
jeopardizes the charitable status of an organi
zation. The Committee Reports suggest that
speculative type investments such as commod
ity futures, options, warrants, and the purchase
of securities on margin would be suspect for
the purposes of this Section. The new Section
does not permit the Internal Revenue Service
to look back at the performance of a security
and then determine that the tax should be
imposed. The determination is to be made at
the time the investment is made, using a “pru
dent trustee” approach.
There is an exception in Section 4944 for
investments which are program-related—that is,
investments which are primarily for charitable
purposes, not for production of income or asset
appreciation. Examples of such investments are
interest-free educational loans, high risk invest
ment in low-income housing, and loans to small
business where no commercial sources are avail
able. This assumes that highly profitable invest
ments are not normally charitable in nature.
The pattern of taxation on this type of pro
hibited transaction follows that imposed on the
other types. The first level or initial tax is im
posed at the rate of 5 percent on the amount
of the investment for each year, or part of a
year, that the jeopardizing investment is held.
The tax is not only imposed upon the founda-

Taxable Expenditures

Prior to the Tax Reform Act, Section 501(c)
(3) organizations were not permitted to par
ticipate in any way in political campaigns, nor
could a substantial part of their activities con
sist of lobbying or attempting in other ways to
influence legislation. These provisions are still
applicable to any organization attempting to
obtain a tax exempt status. In addition, private
foundations are now subject to initial taxes at
the rate of 10 percent on certain types of ex
penditures. A foundation manager who will
fully participates in one of the prohibited ex
penditures is subject to an initial tax of 2½
percent on the amount of the expenditure.
The term taxable expenditure is defined in
new Section 4945 as any amount paid or in
curred by a private foundation for any of the
following purposes:
(1) To carry on propaganda or otherwise
attempt to influence legislation. The activities
which this particular prohibition encompass are
specifically spelled out in Section 4945 and in
clude expenditures for influencing the general
public, as well as expenditures for communicat
ing directly with members of legislative bodies
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1, 1970, can maintain its exempt status unless
it amends its governing instrument to provide
for current distribution of income in accordance
with Section 4942 and to prohibit the acts
which give rise to taxes under Sections 4941,
4943, 4944, and 4945. Temporary regulations
adopted in May 1970 provide that amendments
will not be necessary if state laws are enacted
specifically prohibiting the taxable transactions
enumerated in the above mentioned sections
or if state laws are enacted which treat the
required provisions as though they were already
included in the foundation’s governing instru
ment. Since state legislatures are seldom known
to act with great speed, it would appear to be
advisable to amend the foundation’s governing
instrument. However, state laws may in some
cases prevent the inclusion of some of the
required provisions, in which case the founda
tion may have to do some lobbying just to
preserve its own existence.
Foundations organized after January 1, 1970,
will not be entitled to exemption, nor will they
be eligible for deductible contributions until
they have a governing instrument which satis
fies the requirements of the Act. These provi
sions are in Code Section 508(e).
In connection with the filing of Form 990-A
(the exempt organization information return),
private foundations are also required to file an
annual report. Copies of the annual report must
also be made available to state officials and to
any other persons designated by the IRS Reg
ulations. In addition, the foundation manager
must also publicize in a newspaper that the
foundation’s annual report is available for in
spection at the foundation’s principal office.
The information required by the annual report
is set forth in Section 6056. A great deal of it
is financial information similar to that which
has always been required on Form 990-A, but
there are some additional requirements which
will help give accountants more job security.
An itemized statement of the foundation’s se
curities and any other assets at the close of
each year, showing both book and market val
ue, will be required. Another new requirement
is an itemized list of all grants and contribu
tions made or approved for future payment
during the year, showing the amount of each
grant, the name and address of the recipient,
any relationship between the recipient and the
foundation managers or substantial contribu
tors, and a statement of the purpose of each
such grant. Also required is a list of foundation
managers who are also substantial contributors.
One of the greatest burdens required of
foundations which have been in existence for
Reporting Requirements
any length of time will be the determination
This is the last year that a private founda of substantial contributors as of October 9,
tion which was already in existence on January 1969. Since the substantial contributor status is

and/or government agencies. This provision
does not preclude the publication of the re
sults of nonpartisan analysis, study, and re
search, nor does it preclude the expenditure of
funds for appearances at hearings or communi
cation with legislative groups where the ex
istence of the foundation itself is at stake.
(2) To influence the outcome of specific
elections or to carry on voter registration drives.
This does not apply to organizations such as
the League of Women Voters, providing the
organization is a 501(c)(3) organization and
its efforts are nonpartisan, are carried out over
a wide area of at least five or more states, and
are continued over more than one election pe
riod. If contributions for voter registration
drives are received by an organization in this
category, they must not be for specific political
areas.
(3) As grants to individuals for travel, study,
or similar purposes, except where the grant is
awarded on an objective and nondiscriminatory
basis in accordance with a procedure which has
been approved by the IRS in advance. Tem
porary regulations have been issued in connec
tion with this provision of Section 4945 allow
ing taxpayers to use any procedure through
June 30, 1971, so long as there is demonstrated
a good faith effort to provide the required
objectivity and nondiscrimination.
(4) As grants to organizations other than
public charities. This provision effectively pre
vents one private foundation from making a
grant to another private foundation unless the
granting foundation exercises full and complete
control over the manner in which the funds are
spent by the grantee. This expenditure respon
sibility is going to increase substantially the
record-keeping required for private foundations
and is therefore discussed in some more detail
below. It is imperative that any private founda
tion which has been making grants to other
organizations during 1970 establish the current
tax status of its donees.
(5) For expenditures for any non-charitable
purpose. If the taxable expenditure is not cor
rected within the prescribed correction period,
there is a 100 percent tax on the amount of the
expenditure imposed on the foundation and a
50 percent tax on the expenditure imposed
upon the foundation manager. With respect to
taxable expenditures, correction means to re
cover the money from the grantee to the extent
possible; the correction period runs from the
date of the expenditure until 90 days after the
date a deficiency notice is mailed, subject to
extensions.
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cumulative, records of all gifts and bequests
since the inception of each private foundation
must be reconstructed and maintained on a
continuing basis. For most purposes, a substan
tial contributor is any person who has con
tributed an aggregate of $5000 if such amount
is more than two percent of the total contribu
tions received before the end of the taxable
year in which the contribution is received. For
purposes of this definition, a man and his wife
are one person.
Another burdensome record-keeping respon
sibility will be that of keeping track of the dis
qualified persons together with their family in
terests in corporations, trusts, and partnerships.
Also, it will be necessary to maintain very care
ful and current records with respect to the
holdings of any foundation where there are
disqualified persons who hold the same in
terests.
Foundation expenses will have to be allo
cated in such a manner that clear visibility is
given to investment income and related de
ductible expenses subject to the 4 percent tax,
unrelated business income and expenses deduc
tible for determining that tax, and expenses in
curred in carrying out charitable programs
which will qualify in establishing the minimum
distribution required under Section 4942.
Much of this required record-keeping and
reporting involves information far outside the
scope of what accountants believe should nor
mally be included in an adequate record sys
tem. One of the most “far out” requirements is
that of expenditure responsibility which must
be exercised with respect to grants by one pri
vate foundation to another. Section 4945(h)
requires that a private foundation making such
grants is responsible for making every effort,
and establishing adequate procedures, to ascer
tain that the grant is spent exclusively for the

purpose for which made, to obtain full and
complete reports from the grantee on how the
funds are spent, and to make full and detailed
reports to the IRS. Therefore, it will first be
necessary for each private foundation to estab
lish the status of each organization to which it
makes donations. Many organizations which are
not private foundations have voluntarily sent
a copy of their notification to the IRS on Form
4653 to each of their donors. If a donee or
ganization does not provide the necessary in
formation to the donor organization, then the
donor organization must obtain a legal opinion
of the status of the donee organization. Donee
organizations wishing to continue to receive
grants from other organizations can no doubt
be persuaded to furnish the necessary infor
mation. One can’t help but wonder if the
reporting requirements in themselves will not
jeopardize the foundation’s capability to con
tinue to carry out its exempt purposes.
Some private foundations will no doubt
throw in the towel and decide termination is
the only answer. A brief look at Section 507
rapidly establishes that the private foundation
is on a treadmill from which it is difficult to
escape. Significantly, the Tax Reform Act of
1969 began with Section 507 entitled “Termi
nation of private foundation status”. Not until
Section 509 does it even attempt to define what
it is terminating in Section 507. Typical of the
language in this Section 509 is the sentence,
“For purposes of paragraph (3), an organiza
tion described in paragraph (2) shall be
deemed to include an organization described in
section 501(c)(4), (5), or (6) which would
be described in paragraph (2) if it were an
organization described in section 501(c) (3).”
One wonders whether the private foundation
can even self-destruct provided it ever figures
out what it really is!

HUMAN ASPECTS OF BUDGETING

in self-understanding and getting along with
others. The training should be focused to help
finance people perceive the human implica
tions of budgets. The budgetary accountants
should understand the effects of pressure upon
people. The accounting staff should be helped
to perceive their difficult position of placing
others in positions of failure. They should be
aware of the practical techniques which the
finance staff can use to get along better with
factory personnel. Finance people should also
be helped to see the department centerness of
supervisors as a defense on the part of the
factory supervisors rather than as narrowmind
edness. Only when both production and ac
counting personnel understand each other’s
position and are willing to cooperate will the
maximum success of a budgetary program be
achieved.

(Continued from page 8)

budgets and performance reports is to have a
member of the budgetary staff explain to pro
duction personnel the use and need for bud
gets. Accountants need to persuade the users
of data that accounting reports really exist to
aid the manager in doing a better job. The
interpretative roles such as explaining vari
ances between actual and budgeted data
should be manned by capable experienced ac
countants who can talk in the line manager’s
language. These interpreters are the indi
viduals who will establish the status of the
controller’s department in the company.
Factory personnel are not the only indi
viduals who need additional training. Budget
people should also be given a thorough course
17
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“CONTEMPORARY AUDITING,” Wayne S.
Boutell; Dickenson Publishing Company, Inc.,
Belmont, California; 1970, 402 pages, $5.95.

practitioner, the SEC, the AICPA, or the
various Boards of Accountancy throughout the
United States.
The section entitled “Accountant’s Legal
Liability” presents the current trend of cases
and comments by responsible persons, includ
ing some official reactions of the American
Institute of Certified Public Accountants. De
cisions in two cases were still pending appeal
and, therefore, it was not possible to present a
concise picture of the status of the accountant’s
legal liability.
The fifth section incorporates articles con
cerned with the concepts of materiality, con
sistency, and fairness. It concludes with ideas
on the future of the auditing profession and
some crystal-gazing into the twenty-first cen
tury.
There is no question that Mr. Boutell se
lected articles in all five areas that will create
understanding of the current problems facing
the public accounting profession. He performs
a great service in making it easier for the ac
countant, the teacher, and the student to cope
efficiently with the immense and scattered
mass of knowledge. Mr. Boutell has succeeded
in bringing together in one paperback volume
the best contemporary thought on auditing.
Dr. Patricia L. Duckworth, CPA
Metropolitan State College at Denver

This paperback volume is designed to bring
together in one volume the best contemporary
thought on auditing and to extend the reader’s
understanding of the subject matter. The vol
ume is divided into five areas which have
concerned the practicing accountant in the
last five years. Many of the articles have ap
peared in The Journal of Accountancy.
The first area, Auditing With The Com
puter, contains six articles which trace the
profession’s approach to the problem of audit
ing business-oriented computer systems. This
section begins with an article stressing the
importance of the electronic procedures per
formed internally by the EDP system, fol
lowed by an article expressing a departure
from the then general belief that the auditor
should ‘audit around’ the computer stressing
the use of “test deck” procedures. The next
article suggests an alternative to the use of
test decks. The development of “Auditape”
by Haskins and Sells is followed by an article
providing a set of guidelines for auditors to
follow in the review of internal control. The
section is concluded with a case study on the
use of computer audit programs.
The second area of interest is the concept
of statistical sampling which has been dis
cussed by accountants and auditors for almost
20 years. This section includes articles de
scribing estimation sampling and acceptance
sampling, as well as several controversial arti
cles. It is concluded with an article introducing
the concept of the auditor’s prior judgment
into the sampling plan and a case study.
The third area, Management Auditing, is
divided into articles concerned with manage
ment auditing and those which discuss the re
lationship of management auditing, manage
ment services, and independence of the audit
or. The articles presented develop the impli
cation that management services, management
auditing, and professional consulting all form
a vital part of the work of the certified public
accountant. Such work is neither incompatible
nor inconsistent with the basic idea of audit
independence as traditionally viewed by the

“WILLIAM W. WERNTZ: HIS ACCOUNT
ING THOUGHT,” Edited and Arranged by
Robert M. Trueblood and George H. Sorter;
American Institute of Certified Public Account
ants, New York; 638 pages, $15.

This volume of essays and speeches presents
the accounting ideas of William Werntz, one
of the country’s outstanding accounting prac
titioners. A man of broad accounting ex
perience, Werntz served as Chief Accountant
of the SEC during the late 1930s and through
the war years until 1947. He practiced ac
counting with the firm of Touche Ross & Co.
and taught at various leading universities, in
cluding Yale and The University of Pennsyl
vania.
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The book is organized under five major
headings: Accounting Research and Basic
Principles; Uses and Users of Accounting Re
ports; Specific Accounting Problems; Govern
ment and Accounting; and the SEC. As evi
denced by the topics discussed, Mr. Werntz’s
interest in accounting encompassed nearly
every aspect of the profession. Moreover,
his writings reveal far more than a superficial
analysis of accounting problems. The essays
reveal the writer’s deep concern for his pro
fession and the problems which confronted it
during the period from 1930 to 1960.
Werntz was long concerned with increas
ing the utility of financial statements; and he
stressed the importance of defining terms and
clearly stating assumptions underlying finan
cial statements. However, Werntz’s basic pre
occupation with determining the facts objec
tively and allowing the investor to reach his
own conclusions was tempered by the necessity
for utility in the statements. An example of his
philosophy was his stand in favor of the allinclusive income statement long before the
AICPA made its decision to favor adoption of
that more informative method of presentation.
Werntz's broad experience in governmental
accounting as well as in private practice and
education increase the importance of his writ
ings. This book will provide much valuable in
formation on the evolution of accounting
practice and thought. It is recommended for
accountants whose professional interests ex
tend beyond the technical reading essential
to current accounting practice. The volume
also would be a valuable addition to the li
braries of colleges and universities engaged
in the teaching of accounting.

The author suggests that perhaps the account
ing profession should concentrate on fuller dis
closure and indicate the difference in financial
results which would result from alternative
methods. Considering the many alternatives
available for handling numerous areas of
accounting, this approach certainly would
open an interesting can of worms!
This article is “must” reading, is informa
tive, interesting, and unsettling. It most cer
tainly will be discussed in many business
circles.
M.E.D.

“THE RISE OF THE ACCOUNTING PRO
FESSION,” John L. Carey; American Institute
of Certified Public Accountants, New York;
Volume I, 1969, $8.50; Volume II, 1970, $10.

John L. Carey, former Administrative Vice
President of the American Institute of Certi
fied Public Accountants has written a dramatic
two-volume history of the accounting profes
sion.
Volume I—From Technician to Professional
1896-1936
Volume II—To Responsibility and Authority
1937-1969
As a sample of some of the reactions to
Volume I, AICPA Past President Louis M.
Kessler said that he found it more interesting
than The Love Machine. Admittedly, this
could be an “indication of age or relative
interest in subject matter,” but it was meant
to be a tribute to a book that he “found dif
ficult to lay aside during hours when some
people were watching the Late or the Late
Late Show.”
Volume II has just been published. It
covers a period so recent, with problems and
opportunities so current, that the reaction is
not that of reading history but of participating
in current events. As one reads about the prog
ress and accomplishments of the accounting
profession, a feeling develops of pride in the
profession and admiration for the group of
dedicated men with vision and foresight who
helped make the accounting profession the
major social institution that it is today. The
challenge is now ours to assume the responsi
bility of expanding the usefulness of account
ing to society.
If past is prologue, the future can be noth
ing less than a continuation of a profession
filled with “action, crisis, and achievement.”
Wilhelmina H. Zukowska, GPA
University of Miami

Linda H. Kistler, CPA
Lowell Technological Institute

“A FAT MAVERICK STIRS UP THE AC
COUNTING PROFESSION,” Arthur M. Lewis,
Fortune; Vol. LXXII, No. 6, December 1970.

The “fat maverick’’ is Arthur Andersen &
Company; the chief maverick is Leonard
Spacek; and the article deals primarily with
the Accounting Principles Board. Pooling ver
sus purchase and the APB’s difficulties in
getting a two-thirds vote on almost anything
dealing with it are fully discussed in a de
lightful article.
The author points out quite clearly that
there are too many alternatives available in
accounting; that accountants disagree because
of pressure from clients, because of honest,
deep-seated beliefs, and even because of em
phasis on differences instead of similarities.

(More on page 4)
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Over 10,500 successful CPA candidates
have been coached by
International Accountants Society, Inc.

Donald R. Morrison, CPA,
President of IAS, says:

"If you don't pass your CPA examination after
our CPA Coaching Course, we’ll coach you
without additional cost until you do!”
Any CPA will tell you it takes more than accounting
knowledge and experience to pass the CPA examination.
You must know the quick, correct way to apply your knowl
edge, under examination room conditions.
How you budget your exam time, for example —how you
approach each problem or question — how you decide,
quickly, the exact requirements for the solution — construct
an acceptable presentation — extract relevant data — and use
accounting terms acceptable to the examiners.
That’s where the International Accountants Society can
help you. As of June 1, 1969, 10,559 former IAS students
who had obtained all or a part of their accounting training
through IAS had passed CPA examinations. Our CPA Coach
ing Course is proven so effective we can make this agree
ment with you:

“If any IAS CPA COACHING COURSE enrollee
fails to pass the CPA examination in any state
after meeting all the legal requirements of the
state as to residence, experience, preliminary edu
cation, etc., IAS will CONTINUE COACHING
WITHOUT ADDITIONAL COST until the en
rollee is successful.”

You may be eligible for GI Bill benefits.
If you qualify, you may be eligible for GI Bill benefits. You
may start the IAS CPA Coaching Course, or the full IAS
accounting curriculum any time you please — there are no
classes, no fixed enrollment periods. So you can make maxi
mum use of the time available, starting as soon as you enroll
and continuing right up to the examination dates.

Send today for free report
To get the complete story on how you (or some member
of your staff) can benefit from the proven IAS CPA Coach
ing Course, just fill out and mail the coupon below. No
obligation.
International Accountants Society, Inc.
A Home Study School Since 1903
209 W. Jackson Blvd.
Chicago, Illinois 60606
Att: Director of CPA Coaching

Please send me your new report on the IAS CPA Coaching
Course. I understand there is no obligation.
4F1-22G
Name
.......................................................................
Address

The IAS CPA Coaching Course is designed for busy ac
countants. You train at home in your spare time, at your own
pace. Most important, every lesson is examined and graded
by one of our faculty of CPA’s, who knows exactly the prob
lems you’ll face in your CPA examination.
If you need refresher training in certain areas, IAS will
supply, at no extra cost, up to 30 additional elective assign
ments, complete with model answers, for brush up study.

City
State
Employed by

□ Check here if entitled to GI Bill benefits.
Accredited Member, National Home Study Council.

